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§1273.9

which exclusive authority is provided
to the Audit Committee by paragraphs
(b)(5) and (b)(6) of §1273.9; and

(6) Assume any other responsibilities
that may from time to time be as-
signed to it by FHFA.

(e) No rights created. Nothing in this
part shall create or be deemed to cre-
ate any rights in any third party.

§1273.9 Audit Committee.

(a) Composition. The Independent Di-
rectors shall serve as the Audit Com-
mittee. The Audit Committee shall
elect its chairperson from among its
members. The Chairperson of the OF
may also serve as chairperson of the
Audit Committee, if the Audit Com-
mittee members so decide.

(b) Responsibilities.—(1) The Audit
Committee shall be responsible for
overseeing the audit function of the OF
and the preparation and the accurate
and meaningful combination of infor-
mation submitted by the Banks in the
Bank System’s combined financial re-
ports.

(2) For purposes of the combined fi-
nancial reports, the Audit Committee
shall ensure that the Banks adopt con-
sistent accounting policies and proce-
dures to the extent necessary for infor-
mation submitted by the Banks to the
OF to be combined to create accurate
and meaningful combined financial re-
ports.

(3) The Audit Committee, in con-
sultation with FHFA, may establish
common accounting policies and proce-
dures for the information submitted by
the Banks to the OF for the combined
financial reports where the Committee
determines such information provided
by the several Banks is inconsistent
and that consistent policies and proce-
dures regarding that information are
necessary to create accurate and mean-
ingful combined financial reports.

(4) To the extent possible the Audit
Committee shall operate consistent
with the requirements pertaining to
audit committee reports set forth in
Item 407(d)(3) of Regulation S-K pro-
mulgated by the Securities and Ex-
change Commission.

(5) The Audit Committee shall over-
see internal audit activities, including
the selection, evaluation, compensa-
tion and, where appropriate, replace-
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ment of the internal auditor. The in-
ternal auditor shall report directly to
the Audit Committee and administra-
tively to executive management.

(6) The Audit Committee shall have
the exclusive authority to employ and
contract for the services of an inde-
pendent, external auditor for the
Banks’ annual and quarterly combined
financial statements and of an inde-
pendent, external auditor for OF.

(7) The Audit Committee shall direct
senior management to maintain the re-
liability and integrity of the account-
ing policies and financial reporting of
the OF.

(8) The Audit Committee shall review
the basis for the OF’s financial state-
ments and the external auditor’s opin-
ion rendered with respect to such fi-
nancial statements.

(9) The Audit Committee shall ensure
that senior management has estab-
lished and is maintaining an adequate
internal control system within the OF
by:

(i) Reviewing the OF’s internal con-
trol system and the resolution of iden-
tified material weaknesses and report-
able conditions in the internal control
system, including the prevention or de-
tection of management override or
compromise of the internal control sys-
tem; and

(ii) Reviewing the programs and poli-
cies of the OF designed to ensure com-
pliance with applicable laws, regula-
tions, and policies and monitoring the
results of these compliance efforts.

(10) The Audit Committee shall re-
view the policies and procedures estab-
lished by senior management to assess
and monitor implementation of the OF
strategic business plan and the oper-
ating goals and objectives contained
therein.

(11) The Audit Committee shall pro-
vide an independent, direct channel of
communication between the OF’s board
of directors and the internal and exter-
nal auditors.

(12) The Audit Committee shall con-
duct or authorize investigations into
any matters within the Audit Commit-
tee’s scope of responsibilities.

(13) The Audit Committee shall re-
port periodically its findings to the
OF’s board of directors.
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Federal Housing Finance Agency.

(14) The Audit Committee shall pre-
pare written minutes of each Audit
Committee meeting.

(¢c) Charter—(1) The Audit Com-
mittee shall adopt, and the OF board of
directors shall approve, a formal writ-
ten charter, consistent with the duties
and authority set forth in this section,
that specifies the scope of the Audit
Committee’s powers and responsibil-
ities. The Audit Committee and the OF
board of directors shall:

(i) Review, and assess the adequacy
of and, where appropriate, amend the
Audit Committee charter on an annual
basis; and

(ii) Re-adopt and re-approve, respec-
tively, the Audit Committee charter
not less often than every three years.

(2) The charter of the Audit Com-
mittee shall be subject to review and
approval by FHFA.

(d) No delegation. The Audit Com-
mittee may not delegate the respon-
sibilities assigned to it under this sec-
tion to any person, or to any other
committee or sub-committee of the OF
board of directors.

§1273.10 Transition.

(a) Within 45 calendar days of the
date on which FHFA first appoints an
Independent Director pursuant to
§1273.7(c) of this part, the OF board of
directors as structured under this part
shall hold an organizational meeting.
At the time of such meeting, the OF
board of directors and its Audit Com-
mittee shall be deemed to be reconsti-
tuted in accordance with this part,
and, except as set forth in paragraph
(c) of this section, shall thereafter op-
erate in accordance with this part. The
date of this organizational meeting
shall be set by the Independent Direc-
tor that has been appointed as Chair-
man of the OF board of directors by
FHFA pursuant to §1273.7(e) of this
part.

(b) Until the date of the organiza-
tional meeting required by paragraph
(a) of this section, the board of direc-
tors of OF, and audit committee there-
of, as in existence immediately prior to
the effective date of this rule, shall
continue to have power and authority
to act as the OF board of directors or
audit committee thereof, as applicable.
Further, the board members who
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served as Chair and Vice-Chair of the
OF board immediately prior to the ef-
fective date of this rule shall continue
also to serve in these capacities until
the date of the organizational meeting
required under paragraph (a).

(¢) Further, the audit committee as
in existence immediately prior to the
effective date of this rule shall con-
tinue to have responsibility and over-
sight authority with regard to the
preparation and publication of the
combined financial report for any re-
porting period that ends prior to July
1, 2010, unless the board of directors es-
tablished under this part determines
that the Audit Committee as estab-
lished under this part should be given
such responsibility.

APPENDIX A TO PART 1273—EXCEPTIONS
TO THE GENERAL  DISCLOSURE
STANDARDS

A. Related-party transactions. Item 404 of
Regulation S-K, 17 CFR 229.404, requires the
disclosure of certain relationships and re-
lated party transactions. In light of the co-
operative nature of the Bank System, re-
lated-party transactions are to be expected,
and a disclosure of all related-party trans-
actions that meet the threshold would not be
meaningful. Instead, the combined annual
report will disclose the percent of advances
to members an officer of which serves as a
Bank director, and list the top ten holders of
advances in the Bank System and the top
five holders of advances by Bank, with a fur-
ther disclosure indicating which of these
members had an officer that served as a
Bank director. The combined financial re-
port will also disclose the top ten holders of
advances in the Bank System by holding
company, where the advances of all affiliates
within a holding company are aggregated.

B. Biographical information. The biographi-
cal information required by Items 401 and 405
of Regulation S-K, 17 CFR 229.401 and 405,
will be provided only for members of the OF
board of directors, including the Bank presi-
dents, the Chair and Vice-Chair of the board
of directors of each Bank, and the Chief Ex-
ecutive Officer of OF.

C. Compensation. The information on com-
pensation required by Item 402 of Regulation
S-K, 17 CFR 229.402, will be provided only for
Bank presidents and the CEO of the OF.
Since stock in each Bank trades at par, the
OF will not include the performance graph
specified in Item 402(1) of Regulation S-K, 17
CFR 229.402(1).

D. Submission of matters to a vote of stock-
holders. No information will be presented on
matters submitted to shareholders for a
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